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Summary 

Congressional action on DOD’s FY2014 budget was hobbled by the prevailing uncertainty over 
the entire federal budget that dissipated only in mid-December, when Congress passed and the 
President signed H.J.Res. 59, which set binding caps on discretionary spending for defense and 
non-defense programs in FY2014. The bill’s defense cap, while about $31 billion below the 
amount requested for defense programs by President Obama, was more than $20 billion higher 
than the FY2014 defense cap that had been set by the Budget Control Act (BCA) of 201 1 (P.L. 
112-25). 

President Obama’s FY2014 base budget request of $552.0 billion in discretionary budget 
authority for the Department of Defense (DOD) and defense-related programs of other agencies 
(excluding war costs), exceeded by $53.9 billion the legally binding cap on defense funding for 
FY2014 that was enacted in 201 1 as part of the BCA. Similarly, in their initial actions on the 
annual defense funding bills for FY2014, the House and the Armed Services and Appropriations 
Committees of the Senate approved defense funding totals (excluding war costs) that were very 
close to President Obama’s so-called “base budget” (i.e., non-war) request, regardless of the BCA 
cap. 

For DOD’s base budget, both the version of the FY2014 National Defense Authorization Act 
passed by the House (H.R. 1960) and the version reported by the Senate Armed Services 
Committee (S. 1197) also exceeded the BCA cap, differing from the President’s request by less 
than $50 million. For war-related operations (“overseas contingency operations” or OCO), the 
Senate committee version of the authorization bill made few changes to the Administration’s 
$80.7 billion request, while the House-passed bill added $5.4 billion. 

Similarly, the versions of the FY2014 DOD Appropriations Bill (H.R. 2397) passed by the House 
and reported by the Senate Appropriations Committee — in conjunction with funding for military 
construction and for defense-related spending in other agencies in other appropriations bills 
passed by the House and reported by the Senate committee — would result in total DOD base 
budget appropriations that would exceed the BCA defense limit for FY2014 by nearly as much as 
President Obama’s initial request. 

Because legislation to fund the federal government in FY2014 had not been enacted prior to the 
start of the fiscal year on October 1, 2013, DOD, like most other agencies, was then subject to a 
lapse in appropriations during which agencies are generally required to shut down.." Under an 
OMB-defined exception for “national security activities,” all active-duty military personnel and 
many DOD civilian employees remained on their jobs through October 17, 2013, when H.J.Res. 
59, the FY2014 Continuing Resolution (P.L. 113-46) was enacted, allowing DOD and all other 
federal agencies to resume their normal operations through January 15, 2014. The resolution set 
funding at an annualized level equal to that provided by the FY2013 Consolidated and Further 
Continuing Appropriations Act (P.L. 1 13-6) after reductions made on March 15, 2013, by the 
BCA- mandated sequestration process. Excluding war costs, the FY2014 CR funds DOD and 
defense-related programs of other agencies (which comprise the “National Defense” budget 
function) at an annual budget of $5 1 8 billion for about one-quarter of the year . That annual total 
amounts to a $34 billion or 6.2% decrease from the President’s request for the FY2014 DOD base 
budget. However, it would exceed the BCA cap on National Defense spending in FY2014 by $21 
billion (or about 4%). 
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If the Budget Control Act (BCA) had not been amended, Congress would have had to cut the 
Administration’s National Defense request by $53.9 billion (about 9.8%) to meet the BCA cap of 
$498.1 billion. But the FY2014 Continuing Resolution (H.J.Res. 59), which President Obama 
signed into law on December 26, 2013, raised the BCA caps on defense and non-defense 
discretionary spending for FY2014 and FY2015 in addition to funding the operations of the 
federal government through January 15, 2014. 

For National Defense, the new FY2014 budget limit is $520 billion rather than the original BCA 
limit of $498 billion. DOD’s share of this new, higher total amounts to about $497 billion rather 
than $476 billion DOD would have been allowed under the original BCA cap. If Congress 
appropriates to these new limits, there would no longer be a need for an additional $20 billion 
sequester in January 2014. 

For FY2015, the new limit, higher limits set by H.R. 59 (compared with the original BCA caps) 
are $521 billion rather $5 12 billion for National Defense and $498 billion rather than $489 billion 
for DOD. In each case, the FY2015 spending limit is increased by $9 billion over the original 
BCA limits. The spending cap in FY2015 thus would be $1 billion above the FY2014 level. In 
subsequent years, the original BCA spending limits would remain in force, rising by FY2021 to 
$590 billion for National Defense and $564 billion for DOD in nominal dollars. 

In sum, the effect of the Murray-Ryan budget agreement embodied in H.J.Res. 59 is to set a 
cumulative limit for National Defense spending in FY2012-FY2021 totaling $5,447 trillion, 
which is $32 billion higher than the original BCA limit for that period. For DOD, the spending 
caps would total $5,202 trillion rather than $5,176 trillion, a $30 billion increase over the current 
limit. The FY2014 Administration’s DOD budget plan for that decade totals $5,533 trillion, 
exceeding the proposed new limits by $326 billion or 6%. 

On December 26, 2013, the President signed into law H.R. 3304, a compromise version of the 
FY2014 NDAA. It authorizes appropriation of nearly the amount the Administration originally 
requested for the DOD base budget, taking no account of the new BCA defense spending limit, 
which it would exceed by more than $30 billion. Like the earlier versions of the NDAA passed by 
the House and reported by the Senate committee, H.R. 3304 also includes provisions bearing on 
several controversial policy issues including the armed services’ handling of sexual assault cases 
and the treatment of detainees currently held at the U.S. naval base at Guantanamo Bay, Cuba. 

DOD and the House and Senate Appropriations Committees are drafting FY2014 appropriations 
bills that would comply with the new spending caps by cutting about $32 billion from the 
Administration’s FY2014 DOD budget request. Pending enactment of those bills, funding for 
DOD (and all other federal agencies) currently is slated to expire on January 15, 2014. 
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Most Recent Legislative Action 

On December 1 1, 2013, Representative Paul C. Ryan and Senator Patty Murray, chairs of the 
House and Senate budget committees, respectively, and co-chairs of the group appointed to 
develop a budget compromise to avoid a sequester in mid-January 2014, introduced the 
Bipartisan Budget Act of 2013, which raises defense and non-defense budget spending limits 
under the Budget Control Act (BCA) for FY2014 and FY2015. 1 On December 12, 2013, the 
House passed the proposal as an amendment to H.J.Res.59, the Continuing Appropriations Act of 
2014, by a vote of 332-94. The Senate passed the bill on December 18, 2013, by a vote of 64-36 
and President Obama signed it into law on December 26, 2013. 

For FY2014, the bill raised the original BCA budget limit for National Defense (budget function 
050) by $22 billion to a total of $520 billion, or $2 billion above the level set in the Continuing 
Resolution (CR) of 2014. 2 For the Department of Defense, the new FY2014 limit was set at $497 
billion rather than the current limit of $476 billion, just above the CR. If Congress extended the 
current CR level for the full year at these new limits, then there would be no sequester in January 
2014. For DOD, the new limits would essentially be a nominal freeze, setting DOD spending at 
$2 billion above the FY2013 post-sequester level. The House and Senate Appropriations 
Committees are drafting FY2014 funding bills for DOD and other agencies that would conform to 
the newly revised budget caps. 

For FY2015, the new budget limit for National Defense would be $523 billion, or $9 billion 
above the current $512 billion limit. Similarly, for DOD, the new FY2015 limit would be $498 
billion compared to $489 billion in current law, or $9 billion higher than the current limit, and $1 
billion above the new limit for FY2014. In later years, budget limits would be the same as current 
levels. Altogether, over the FY2012-FY2021 decade, National Defense spending would total 
$5,447 trillion, or $32 billion (or 6%) above the current limit. DOD spending would total $5,206 
trillion rather than $5. 176 trillion, a $30 billion or 6% increase over current limits. 3 

In addition to these changes in budget limits, the Bipartisan Budget Act also reduces the Cost of 
Living adjustments (COLAs) provided to military retirees under the age of 62 from the Consumer 
Price Index (CPI) to the CPI less 1% while also increasing contributions to retirement by new 
federal retirees. Military retirees would receive a “catch-up” increase at age 62 that would raise 
their benefit level to an amount including full CPI adjustments for each year when they received 



1 H.J.Res. 59. 

2 Sec. 101(a)(3) in P.L. 1 13-46, H.J.Res. 59. 

3 CRS calculations based on Sec. 101(a) in the Bipartisan Budget Act of 2013 as introduced, OMB, OMB, “Final 
Sequestration Report to the President and Congress for Fiscal Year 2013,” April 9, 2013; 

http://www.whitehouse.gov/sites/default/files/omb/assets/legislative_reports/sequestration/sequestration_final_april201 
3.pdf; OMB, FY2014 Budget, Analytical Perspectives, Table 31-1; 
http://www.whiteliouse.gov/sites/default/files/omb/budget/fy2014/assets/31_l.pdf. 

The budget limits set for FY2014 and FY2015 reflect post-sequester levels and those for FY2016-FY2021 reflect pre- 
sequester levels; see Sec. 101 in Senate Budget Committee, “Section By Section Analysis of Bipartisan Budget Act;” 
http://www.budget.senate.gov/democratic/index.cfm/files/serve7File_kH9d3728aa-cf0a-4ddf-bfd4-d02ed4de570f. See 
also see Sec. Ill (b)(10(B) which states that the new discretionary limits would not be lowered by an OMB calculation 
of a reduction to caps. 
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reduced COLAs. and then receive full CPI adjustments after that. 4 According to CBO, this change 
would save the Department of Defense $6,235 billion over the decade. 5 

This CPI adjustment would apply to nearly all military retirees including those receiving military 
disability benefits and to people receiving survivor benefits. 6 (This provision would not affect 
“REDUX” military retirees who already receive reduced COLAs of the CPI minus 1% in return 
for receiving a $30,000 bonus at 15 years of service.) Some Members have raised concerns about 
this reduction in retiree benefits. If enacted, this proposal could be re -considered at a later date 
since it does not go into effect until December 1, 2015. 7 

There are several potential scenarios that Congress may face in January 2014. On January 15, 
2014, the current CR (P.L. 113-46) lapses so Congress needs to either extend the current CR or 
pass individual or an omnibus appropriations act to avoid a government shutdown. To avoid a 
sequester, Congress needs to appropriate defense spending that complies with BCA limits that are 
in effect. 

If the new limits are adopted, and if Congress provides defense spending at the current CR for the 
full year, then there would be no sequester because the new defense limit matches the CR. 
According to press reports, the Department of Defense is currently spending at that level. If 
Congress adopts the new limits but provides defense appropriations that exceed BCA limits, 
however, then OMB would levy a sequester to ensure compliance with BCA limits. 

Under current BCA spending limits (without assuming passage of the Bipartisan Budget Act of 
2013), a sequester would reduce defense spending by $20 billion, about 3.8% overall in mid- 
January 2014 to bring appropriations into compliance with the BCA. (The percentage cut to 
affected accounts, excluding exempted military personnel, would be about 5.8%.) This estimate 
reflects the amount by which the current CR exceeds the estimated $476 billion cap set in the 
Budget Control Act. 8 If the new limits are adopted and matched by appropriations, the threat of a 
sequester would disappear. 

In other words, to the extent that defense appropriations breach or exceed whatever BCA limits 
are in effect, OMB must levy a sequester of whatever size is necessary to ensure compliance with 
BCA limits. 9 



4 See Sec. 403 of the Bipartisan Budget Act of 20 1 3 as introduced. The CPI-W tracks price changes for urban 
consumers; see http://www.bls.gov/news.release/cpi.nrO.htm. 

5 CBO, “Bipartisan Budget Act of 2013 as posted on the House Rules Committee website, December 10, 2013,” 
December 1 1, 2013; 

http://www.cbo.gov/sites/default/files/cbofiles/attachments/Bipartisan%20Budget%20Act%20of%202013.pdf. 

6 H.J.Res. 59 amends Title 10, Sec. 1401a(b), which sets COLAs for both military retirement and survivor benefits. 

7 See Sec. 403 (c) of H.J.Res. 59 as passed by the House. 

N H.R. 2775/P. L. 113-46 set the FY2014 Continuing Resolution spending at the FY2013 enacted level with 
sequestration. CBO estimated that post-sequester level as $518 billion in “CBO’s Estimate of Discretionary Budget 
Authority for Fiscal Year 2013, Showing Amounts for Defense and Nondefense Programs,” supplementing Table 3 in 
Updated Budget Projections: Fiscal Years 2013 to 2023, May 2013. The FY2014 defense caps is shown as $497 billion 
in Table 1-5, “Discretionary Spending Projected in CBO’s Baseline,” in The Budget and Economic Outlook: Fiscal 
Years 2013 to 2023, February 2013; http://www.cbo.gov/sites/default/files/cbofiles/attachments/43907- 
BudgetOutlook.pdf. 

9 If the current level of appropriations breaches caps set in budget law, 2 U.S.C. §901 (§251 of the Deficit Control Act 
of 1985) requires that there be a sequestration within 15 calendar days after Congress adjourns to “eliminate a breach 
within that category . . . “ Since the Constitution requires that a new session start by January 3 of each year, the latest a 
(continued...) 
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In action on the FY2014 National Defense Authorization Act (NDAA), on December 12, 2013, 
the House, by a vote of 350 to 69, passed H.Res. 441, which adopted H.R. 3304, effectively a 
conference version of the FY2014 National Defense Authorization Act. The Senate passed the bill 
on December 19, 2013, by a vote of 84-15 and the President signed it into law on December 26, 
2013. 

Earlier, on October 17, 2013, the FY2014 Continuing Resolution (CR, P.L. 113-46) appropriated 
funds allowing the Department of Defense (DOD) and all other federal agencies to resume their 
normal operations through January 15, 2014, after a 16-day government shutdown went into 
effect because no FY2014 appropriations had been provided for the new fiscal year. In general, 
the CR allows DOD and other agencies to spend — during that period — at the rate at which each 
appropriations account was funded by P.L. 113-6, the FY2013 Consolidated and Further 
Continuing Appropriations Act, taking into account the amount sequestered by the March 1, 2013, 
OMB order mandated by the Budget Control Act, enacted in 201 1 (P.L. 1 12-25). 10 For DOD, the 
current CR provides about $495 billion. 

Before passage of the CR, the Department of Defense (DOD), like most other agencies, was 
subject to a lapse in appropriations during which agencies are generally required to shut down 
because Congress had not acted on legislation to fund the federal government in FY2014 prior to 
the start of the fiscal year on October 1, 2013. The Office of Management and Budget (OMB), 
however, identified a number of exceptions to the requirement that agencies cease operations, 
including a blanket exception for activities that “provide for the national security.” 

As a result, during the lapse in appropriations, some DOD personnel were "excepted" from 
furloughs, including all uniformed military personnel and some civilians, while other civilian 
DOD employees were furloughed and, thus, not permitted to work. Normally, "excepted" military 
and civilian personnel would continue to work but would not be paid until after appropriations are 
provided by law. Shortly before and during the shutdown, however, Congress passed and the 
President signed into law two pieces of legislation that appropriated funds to pay all active-duty 
military and some DOD civilian personnel costs in the absence of an enacted appropriation, and 
to provide death gratuities: 

• The Pay Our Military Act (P.L. 113-39; H.R. 3210), signed by the President on 
September 30, 2013, provided funds to pay all active-duty military personnel, 
most DOD civilians and possibly some private sector employees working for 
DOD; 

• The Honoring the Families of Fallen Soldiers Act, (P.L. 113-44; H.J.Res. 91), 
signed by the President on October 10, 2013, provided funds to pay death 
gratuities to survivors of military personnel who die while on active duty. 



(...continued) 

FY2014 sequester could occur would be January 18, 2014 assuming the previous session ended at midnight January 2, 
2014. 

10 As typically has been the case with continuing resolutions in recent years, the FY2014 act funded activities for a time 
certain (in this case, through January 15, 2014) under a formula commonly referred to as a "funding rate." Under a 
funding rate, the amount of budget authority available for an account is calculated as the total amount of budget 
authority annually available based on a reference level (in this case, the post-sequester amounts resulting from the 
FY2013 consolidated appropriation bill), multiplied by the fraction of the fiscal year for which the funds are made 
available by the continuing resolution — in this case, about 24.6% (90 days out of a 366-day fiscal year that includes the 
29-day February of a leap year). 
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DOD Operations During a Government Shutdown 

For information and analysis of the impact on DOD of a lapse of appropriations, including an analysis of special DOD- 
related legislation that operated during the funding lapse in the fall of 20 1 3 during the period October I -October 1 7, 
see CRS Report R4 1 745, Government Shutdown: Operations of the Department of Defense During a Lapse in 
Appropriations, by Amy Belasco and Pat Towel I. 



For military activities of the Department of Defense (DOD) that are covered by the FY2014 
National Defense Authorization Act (NDAA), the Obama Administration requested authorizations 
for discretionary budget authority (BA) totaling $632.7 billion, including: 

• $526.6 billion for the so-called “base budget” — that is, for costs not associated 
with combat activities; 

• $80.7 million for war costs, officially designated “Overseas Contingency 
Operations” (OCO); 

• $ 1 8.9 billion for defense-related nuclear energy programs conducted by the 
Department of Energy; and 

• $7.4 billion for other defense-related activities. (See Table 3) 

For DOD’s base budget, both the version of the FY2014 NDAA passed by the House (H.R. 1960) 
and the version of the bill reported by the Senate Armed Services Committee on June 20, 2013, 

(S. 1197), differ from the President’s overall request by less than $50 million. The House bill, 
passed by a vote of 315-108 on June 14, 2013, would authorize hundreds of millions of dollars 
more than requested for various purposes, including a military pay raise, shipbuilding, and 
ballistic missile defense. However, that gross increase was almost entirely offset by several 
reductions which, according to the House Armed Services Committee, would have no adverse 
impact on DOD programs because — in each of the affected accounts — previously appropriated 
funds could be used in lieu of the requested new budget authority. 

For war costs — designated as “overseas contingency operations” (OCO) — S. 1197, reported by 
the Senate committee on June 20, 2013, would make few changes to the Administration’s request. 
The House-passed bill, on the other hand, would add $5.4 billion to the request. 

On Dec. 26, 2013, the President signed into law H.R. 3304, a compromise version of the FY2014 
NDAA, which authorized nearly the amount originally requested by the Administration. (See 

Table 1 and Table 10) 

For analysis of congressional action on the authorization bill, see the section of this report entitled 
“FY2014 National Defense Authorization Act.” 

For the FY2014 DOD Appropriations bill, which funds all discretionary DOD military programs 
except military construction, the Administration requested a total of about $589.5 billion 1 1 for the 
base budget and OCO, combined. The version of the bill passed by the House on June 24, 2013, 



1 1 Summary tables in House and Senate Appropriations Committees’ reports on their respective versions of the FY2014 
DOD appropriations bill differ slightly in their presentations of the Administration request. Most of the difference 
reflects the committees’ different treatments of an Administration proposal to rescind $1.28 billion appropriated in 
FY2013. For additional detail, see text box “Differing Presentations of FY2014 Budget Request,” below. 
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would make a net reduction of about $4.2 billion to the request while the version reported by the 
Senate Appropriations Committee (S. 1429) would make a net reduction of about $2.2 billion. 

For analysis of congressional action the defense appropriations bill, see the section of this report 
entitled “FY2014 DOD Appropriations Bill.” 



Table I.FY20I4 National Defense Authorization Act 

(H.R. I960; S. I 197; H.R. 3304) 



Subcommittee 


House 


House 


Senate 


Approval of 




Markup 


Report 


Passage 


Report 


H.R. 3304 a 








on H.R. 


of H.R. 


on S. 






Public 


House 


Senate 


I960 


I960 


1197 


House 


Senate 


Law 


5/22- 


6/12- 


H.Rept. 

113-102 


315-108 


S.Rept. 
1 1 3-44 


350-69 


84-15 




23/2013 


13/2013 


6/7/2013 


6/14/2013 


6/20/2013 


12/12/2013 


12/19/2013 





Notes: An explanatory statement on the compromise bill, functionally equivalent to a conference report, was 
printed as "Joint Explanatory Statement to Accompany the National Defense Authorization Act for Fiscal Year 
2014," House debate, , Congressional Record, daily edition, vol. 159 (December 12, 2013), pp. H7894-H8037. 

a. In lieu of a formal conference committee to reconcile House and Senate versions of the FY20I4 NDAA, 
members of the House and Senate Armed Services Committees, meeting informally, negotiated a 
compromise version of the bill. To expedite Senate action on that final version of the bill, the negotiated 
text was passed by the House and Senate as an amendment to a bill (H.R. 3304) that had been passed by 
each chamber with slightly different form. The votes recorded in these columns had the practical effect of 
approving the final version of the NDAA. 



Table 2. FY20I4 DOD Appropriations Bill 
(H.R. 2397; S. 1429) 



Subcommittee 

Markup 


House 

Report 


House 

Passage 


Senate 

Report 


Senate 

Passage 


Conf. 

Report 


Conference Report 
Approval 


Public 

Law 


House Senate 


House Senate 




H.Rept. 




S.Rept. 












1 13-1 13 


315-109 


1 1 3-85 










6/5/2013 


6/12/2013 


6/24/2013 


8/1/2013 











Budgetary Context: BCA Spending Caps 

FY2014 is the third consecutive year for which Congress and the President have had to come to 
terms with the spending caps that were set in law by the BCA for each year in the decade 
FY2012-FY2021. 12 Enacted in 2011 to resolve the impasse that summer about raising the debt 



'“For each year in the decade FY2012-FY2021, the BCA caps require roughly equal reductions (from a projected 
baseline) in appropriations for defense agencies and non-defense agencies. From FY2013 onward, the category of 
“defense” agencies is defined, for purposes of this law, as being those agencies funded in the “National Defense” 
budget function (Function 050). The Department of Defense (DOD) typically accounts for more than 95% of spending 
in Function 050. See the text box, “Estimated impact on DOD of Budget Caps,” below. 



Congressional Research Service 



5 



Defense: FY2014 Authorization and Appropriations 



limit, the BCA required reductions in discretionary spending totaling about $2. 1 trillion through 
FY2021 in return for raising the debt limit by the same amount. A first tranche of reductions 
amounting to $900 billion — half of which came from National Defense agencies (primarily DOD 
but also including Department of Energy and other defense-related activities in other agencies) — 
was reflected in the Administration’s FY2013 budget, which complied with initial caps set in the 
BCA. Additional reductions of $1.2 trillion, also falling equally on defense agencies and non- 
defense agencies — are to be achieved through a sequester in FY2013 and by automatic reductions 
to appropriations that would apply each year between FY2014 and FY2021 unless enacted 
appropriations in any year meet that year’s BCA limits. To the extent that annual appropriations 
exceed or breach the BCA caps, a sequester would reduce funding to the level of the caps by 
across-the-board cuts. 

President Obama sent Congress his FY2014 budget request on April 10, 2013, more than two 
months later than the legally prescribed date for submission of the budget. Uncertainties 
surrounding the final outcome of the legislative battle over appropriations for the preceding year 
accounted for the delay. The FY2013 appropriations for DOD and all other federal agencies were 
not enacted until March 26, 2013, when the President signed the Consolidated and Further 
Continuing Appropriations Act of 20 13 (H.R. 933/P.L. 113-6). The amounts specified in that 
legislation were not final but, rather, were the points of departure for further reductions (by a 
process of “sequestration”) required to comply with the Budget Control Act of 2011 (BCA), 
which was enacted on August 2, 201 1 (P.L. 1 12-25). 13 BCA caps apply only to the defense base 
budget, not to OCO funding. 

If current law had not been amended by the Bipartisan Budget Act of 2013 to change the BCA 
spending caps, the Administration’s $552 billion national defense budget request for FY2014 
(excluding war costs) would have to be reduced by $53.8 billion (about 9.8%) to a total of $498. 1 
billion in order to comply with BCA limits. If defense appropriations exceeded the BCA limit, 
they woidd have been reduced to the BCA level by an across-the-board sequester to currently 
appropriated levels that would begin in early to mid-January 2014. 

Although the President’s FY2014 national defense budget request does not meet the defense 
limits originally set in the BCA that would avoid a sequester under current law, the 
Administration argues that the President’s budget would achieve — through a combination of 
revenue increases and reductions to entitlement programs — the $1.2 trillion total reduction 
through FY2021 that would result from the annual BCA caps. As a part of the Administration’s 
overall program, the BCA would be amended to defer application of the spending caps, thus 
accommodating the President’s FY2014 defense budget request. 14 

Consistent with the President’s budget request, the Flouse-passed FY2014 budget resolution 
(H.Con.Res. 25) proposed $552 billion for national defense (excluding war costs). Subsequently, 
the House Appropriations Committee reported — and the House passed — the three appropriations 
bills that would provide defense funding up to that level: Defense (H.R. 2397, passed July 24, 
315-109), Energy and Water (H.R. 2609, passed July 10, 227-198), and Military Construction- 
Veterans Administration (H.R. 2216, passed June 4, 421-4). 



13 The reductions pursuant to the Budget Control Act (BCA) were mandated by the Office of Management and Budget 
(OBM) sequestration order of March 1, 2013. 

14 See Chapter entitled “Reducing the Deficit in a Smart and Balanced Way” in OMB, The Budget of the United States 
Government, FY2014; http://www.whitehouse.gov/sites/default/files/omb/budget/fy2014/assets/reducing.pdf 
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To achieve the FY2014 savings mandated by the BCA, the House budget resolution proposes 
higher cuts to non-defense spending as well as changes to entitlement programs which would 
bring discretionary spending for the year to $967 billion, the discretionary total allowed by BCA. 
But, within that total, the BCA establishes separate limits (or caps) for defense and non-defense 
spending. The House-recommended defense levels exceed the BCA defense cap so, if they were 
to become law, a 9.8% sequester cut would be levied in January 2014, unless Congress amended 
the BCA to change the currently binding limits. 

Similarly, the Senate’s FY2014 budget resolution (S.Con.Res. 8) sets the total for national 
defense at $552 billion — as requested by the President — and the defense-related bills reported by 
the Senate Appropriations Committee are consistent with this level. Like the House budget 
resolution, the Senate measure assumes that BCA’s limit on overall discretionary spending for 
FY2014 would be met. In contrast to the House resolution, however, the Senate resolution 
proposes to compensate for defense spending above the BCA level with a combination of revenue 
increases and entitlement spending reductions similar to those proposed by the Administration. 
However, if the level of national defense spending allowed by the Senate resolution were to be 
enacted, there would have been a $53.8 billion sequester cut to discretionary spending in early 
January 2014 — if the original BCA caps had not been amended by law. 



Estimated DOD Impact of Budget “Caps” 

The Budget Control Act of 201 I (P.L. I 12-25) and the annual congressional budget resolutions all set discretionary 
spending caps for “budget functions” — broad categories of activity that encompass all relevant funding, regardless of 
the agency performing the activity. The “National Defense” function (Function 050) encompasses military functions of 
DOD (i.e., it excludes the domestic public works program of the Army Corps of Engineers) as well as defense-related 
activities of the Department of Energy and other agencies. In recent years, DOD funding has accounted for about 
96% of the Function 050 total. 

To analyze the implications for DOD funding plans of the legally binding BCA spending cap on the broader National 
Defense category, CRS estimated the DOD share of the Function 050 funding cap for each future year in the BCA 
and in any congressional budget resolution. In this report, those estimates are arrived at by using data from the Office 
of Management and Budget (OMB) to determine for each year in the period FY20 1 4-FY202 1 what percentage of the 
Administration’s projected Function 050 budget request consists of the projected DOD request. For purposes of this 
analysis, it is assumed that DOD spending would account for the same share of Function 050 spending in that year. 

The data from which this report calculates an imputed DOD share of Function 050 caps are in OMB’s FY20I4: 
Analytical Perspectives, Budget of the US. Government, Table 32-1 “Policy Budget Authority and Outlays by Function, 
Category, and Program,” accessible at http://www.whitehouse.gov/omb/budget/Analytical_Perspectives. 



Sequestration Flexibility in FY2014 and FY2013 Experience 

DOD officials have contended that sequestration would have serious adverse impacts on the 
services’ combat readiness and modernization not only because of the size of the funding cuts 
required but also because of the relatively arbitrary way in which the reductions are made. 15 In a 
fiscal year in which a sequester is triggered to reduce spending to the levels enacted in the BCA, 
by law the reduction must be achieved by cutting a uniform percentage from the “budgetary 
resources” of every program, project, and activity (PPA) in every budget account, except for those 
budget accounts and PPAs that, by law, either are exempt from a sequester or are subject to a 
special sequester rule. “Budgetary resources” include new budget authority for both the base 



15 Testimony before the House Armed Services Committee by Undersecretary of Defense Ashton B. Carter and Vice 
Chairman of the Joint Chiefs of Staff, Adm. James A. Winnefeld, "Hearing on the Defense Strategic Choices and 
Management Review,” August 1, 2013. 
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